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EXPOSURE DRAFT 
PROPOSED STATEMENT ON AUDITING 
STANDARDS 
Letters for Underwriters 
and Interim Reviews 
(Amends Statement on Auditing Standards No. 1, section 630, 
"Letters for Underwriters"; section 710, "Filings Under 
Federal Securities Statutes"; and Statement on Auditing 
Standards No. 24, Review of Interim Financial Information,) 
Reports Relating to the Results of 
Applying Agreed-Upon Procedures to 
Specified Elements, Accounts, or 
Items of a Financial Statement 
(Amends Statement on Auditing Standards No. 14, Special Reports) 
AUGUST 29, 1980 
Prepared by the AICPA Auditing Standards Board 
for comments from persons interested in auditing and reporting 
Comments should be received by December 1 , 1980, and addressed to 
AICPA Auditing Standards Division, File 2311 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas, New York, New York 10036 (212) 575-6200 
August 29, 1980 
Accompanying this letter is an exposure draft of a proposed 
Statement on Auditing Standards consisting of amendments to SAS 
No. 1, section 630, Letters for Underwriters," section 710, 
"Filings Under Federal Securities Statutes," SAS No. 24, "Review 
of Interim Financial Information," and SAS No. 14, "Special 
Reports." 
For purposes of soliciting comments, this exposure draft shows 
the proposed changes to existing auditing standards. Each 
proposed amendment includes an explanation of the purpose of 
the changes. Material to be deleted has been struck through, 
and wording to be added has been italicized. The final Statement 
will reproduce the sections as amended and include the necessary-
editorial changes regarding the numbering of paragraphs, cross-
references and dates. 
Letters for Underwriters and Interim Reviews 
This part of the proposed Statement consists of ten amendments 
to existing auditing standards relating to letters for under-
writers, interim reviews, and filings under the federal securities 
statutes. The amendments are in response to changes in profes-
sional standards and rules of the Securities and Exchange 
Commission, primarily relating to an accountant's review of 
interim financial information. 
Reports Relating to the Results of Applying Agreed-upon Procedures 
to Specified Elements Accounts, and Items of a Financial Statement 
This part of the proposed Statement amends SAS No. 14, "Special 
Reports," paragraphs 15-17 to permit an accountant's report on 
the results of applying agreed-upon procedures to specified 
elements, accounts, and items of a financial statement to be 
accompanied by the entity's financial statements. This amendment 
also revises the language of the sample accountants' reports. 
Comments or suggestions on any aspect of this exposure draft 
will be appreciated. The AICPA Auditing Standards Board's 
consideration of responses will be helped if the comments refer 
to the specific amendment number and, when possible, specific 
paragraph numbers, and include supporting reasons for any 
suggestions or comments. 
AICPA 
In developing guidance, the AICPA Auditing Standards Board 
considers the relationship between the cost imposed and the 
benefits reasonably expected to be derived from audits. It 
also considers differences that the auditor may encounter in the 
audit of the financial statements of small businesses and, when 
appropriate, makes special provisions to meet those needs. Thus, 
the Board would particularly appreciate comments on those matters. 
Responses should be addressed to the AICPA Auditing Standards 
Division, File 2311, in time to be received by December 1, 1980. 
Written comments on the exposure draft will become part of the 
public record of the AICPA Auditing Standards Division and will 
be available for public inspection at the offices of the American 
Institute of Certified Public Accountants after December 15, 
1980, for one year. 
Sincerely, 
D. R. Carmichael 
Vice President, Auditing 
This exposure draft has been sent to 
• practice offices of CPA firms 
• members of AICPA Council and technical committee 
chairmen 
• state society and chapter presidents, directors, and 
committee chairmen 
• organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities 
• persons who have requested copies 
James J. Leisenring, Chairman 
Auditing Standards Board 
Proposed Statement on Auditing Standards 
Letters for Underwriters and Interim 
Reviews 
(Amends Statement on Audi t ing Standards No. 1 , section 630, " L e t t e r s for 
Underwriters"; section 710 , "Filings Under Federal Securities Statutes"; and 
Statement en Auditing Standards No. 24, Revlew of Interim Financial 
Information.) 
This Statement amends Statement on Auditing Standards No. 1, section 630, "Letters for 
Underwriters"; section 710, "Filings Under Federal Securities Statutes"; and SAS No. 24, 
Review of Interim Financial Information. The amendments are proposed in response to 
changes in professional standards and rules of the Securities and Exchange Commission, 
relating primarily to an accountant's review of interim financial information.1 
In July 1977, the AICPA Auditing Standards Division issued four auditing interpretations 
dealing with the relationship of SAS No. 10, Limited Review of Interim Financial Informa-
tion, and SAS No. 1, section 630.2 In March 1979, SAS No. 24 was issued to supersede SAS 
Nos. 10 and 13, and the auditing standards division issued an interpretation affirming the 
applicability of the four earlier interpretations to SAS No. 24.3 A note to that interpretation 
stated— 
A task force of the auditing standards board has been formed to consider the implications that 
SAS No. 24, Review of Interim Financial Information, may have on the continuing appropriate-
ness of the guidance in current Statements on Auditing Standards and related interpretations 
regarding an auditor's responsibilities with respect to filings with the Securities and Exchange 
Commission under the Securities Act of 1933 and in connection with the related issuance of 
letters for underwriters. The staff of the auditing standards division has prepared this interpreta-
tion to provide guidance to an accountant involved in a 1633 Act filing while the implications of 
SAS No. 24 are being considered, 
Since issuance of that interpretation, the Securities and Exchange Commission has issued 
a rule stating that an accountant's report based on a review of interim financial information 
that is presented or incorporated by reference in a registration statement filed under the 
Securities Act of 1933 "shall not be considered a part of a registration statement prepared or 
certified by an accountant or a report prepared or certified by an accountant within the 
meaning of sections 7 and 11 of the Act."4 
The following amendments are a result of consideration of the implications of these de-
velopments and related matters. On adoption of the amendments by the AICPA Auditing 
Standards Board, the earlier interpretations of section 630 and SAS No. 24 will be with-
drawn. 
Note: Roman type indicates wording from the original statements. Italics indicate word-
ing to be added by the amendments, and strike-throughs indicate wording to be deleted. A 
series of asterisks indicates that material not affected by the amendments has not been 
reproduced. 
1Also, included as an appendix to this Statement is an amendment of SAS No. 14, Special Reports, that would 
permit an accountant's report On the results of applying agreed-upon procedures to specified elements, accounts, 
or items of a financial statement to be accompanied by the entity's financial statements. 
2The four interpretations were these: 
1. "The Effect of a Limited Review" (AU section 9630.01-.02). 
2. "Describing Procedures Similar to a Limited Review" (AU section 9630.03-.06). 
3. "Reference to a Limited Review" (AU section 9630.07-.08). 
4. "Reference to Unaudited Interim Financial or Replacement Cost Information" (AU section 9630.09-.10). 
3
"Letters for Underwriters" (July 1976) (AU section 9721.04-.05). 
4Accounting Series Release 274, Accountant Liability for Reports on Unaudited Interim Financial Information 
Under Securities Act of 1933 (December 28, 1079). 
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1 Applicability of SAS No. 24 to 1933 
Act Filings 
(Amendment of SAS No. 24, paragraph 2) 
The following amends SAS No. 24 in regard to its applicability to interim financial informa-
tion included in a filing with the Securities and Exchange Commission under the Securities 
Act of 1933. The revisions recognize the SEC's rules regarding the status of an accountant's 
report based on a review of interim financial information under the Act. 
Applicability 
2. Interim financial information may be presented alone or in a note to audited financial 
statements. This Statement applies to reviews of interim financial information that is: (a) 
presented alone, including interim financial statements and summarized interim financial 
data, that purport to conform with the provisions of Accounting Principles Board Opinion 
No. 28, as amended, and that is contained in reports issued by a public entity to stockhold-
ers, boards of directors, or others, or filed with regulatory agencies1; or (b) Also, this 
Statement applies to reviews of interim financial information included in a note to audited 
financial statements of a public or nonpublic entity. This Statement also applies does not 
apply to an accountant's involvement with interim financial information included in docu-
ments filed with the Securities and Exchange Commission pursuant to the Securities Act of 
1933 when (a) unless the accountant has examined and reported on financial statements 
which include the interim financial information in a note, or (b) his report on a review of 
interim financial information is presented or incorporated by reference in a filing.2 
1For purposes of this section, a public entity is any entity (a) whose securities trade in a public market either on a 
stock exchange (domestic or foreign) or in the over-the-counter market, including securities quoted only locally 
or regionally, (b) that makes a filing with a regulatory agency in preparation for the sale of any class of its 
securities in a public market, or (c) a subsidiary, corporate joint venture, or other entity controlled by an entity 
covered by (a) or (b). The provisions of this section are not applicable to separately issued financial statements of a 
subsidiary, corporate joint venture, or other investee that is not a public entity as that term is defined above. For 
purposes of this section the term interim includes financial statements or information for a twelve-month period 
ending on a date other than the entity's normal year-end. [As amended, November 1979, by Statement on 
Auditing Standards No. 26.] (See section 504.) 
2Additional considerations of the accountant relating to unaudited interim financial information presented or 
incorporated by reference in a filing under the Securities Act of 1933 are described in SAS No. 1, section 710,. 
"Filings Under Federal Securities Statutes." The accountant's involvement with suck information in a comfort 
letter is described in section 630, "Letters for Underwriters." The accountant's procedures concerning such 
interim financial information for periods subsequent to the periods reported on are discussed in SAS No. 1. 
section 630, "Letters for Underwiters," and section 7.10, Filings Under Federal Securities Statutes." 
2 Subsequent Events Procedures for SAS No. 24 Reports 
(Amendment of SAS No. 1 , section 710.03- .11) 
This amendment provides guidance on the accountant's considerations when his report 
based on a review of interim financial information is presented or incorporated by refer-
ence in a filing under the Securities Act of 1933. 
.03 Section 11 also makes specific mention of the independent auditor's responsibility as 
an expert when his report is included in a registration statement filed under that Act.1 
Section 11(b) states, in part, that no person shall be liable as provided therein if such person 
shall sustain the burden of proof that 
. . . as regards any part of the registration statement purporting to be made upon his authority as 
an expert or purporting to be a copy of or extract from a report or valuation of himself as an 
expert, (i) he had, after reasonable investigation, reasonable ground to believe and did believe, 
1Under rules of the Securities and Exchange Commission, a report based on a review of interim financial 
Information is not a report by the accountant under Section 11 (see paragraph .06). 
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at the time such part of the registration statement became effective, that the statements therein 
were true and that there was no omission to state a material fact required to be stated therein or 
necessary to make the statements therein not misleading, or (ii) such part of the registration 
statement did not fairly represent his statement as an expert or was not a fair copy of or extract 
from his report or valuation as an expert. . . . 
Section 11 further provides that, in determining what constitutes reasonable investigation 
and reasonable ground to believe, "the standard of reasonableness shall be that required of a 
prudent man in the management of his own property." 
.04 This discussion of the responsibilities of the independent auditor in connection with 
filings under the federal securities statutes is not intended to offer legal interpretations and is 
based on an understanding of the meaning of the statutes as they relate to accounting 
principles and auditing standards and procedures. The discussion is subject to any judicial 
interpretations which may be issued in the course of time. 
.05 Because a registration statement under the Securities Act of 1933 speaks as of its 
effective date, the independent auditor whose audit report is included in such a registration 
statement has a statutory responsibility which is determined in the light of the circumstances 
on that date. This aspect of responsibility is peculiar to reports used for this purpose (see 
paragraphs .10-.12 .08-.11). 
.06 Under rules of the Securities and Exchange Commission, an independent accoun-
tant's report based on a review of interim financial information is not a report by the 
accountant within the meaning of Section 11. Thus, the accountant does not have a simitar 
statutory responsibility for such reports as of the effective date of the registration statement 
(see paragraph .13). 
.07 .06 The other federal securities statutes, while not containing so detailed an exposi-
tion, do impose responsibility, under certain conditions, on persons making false or mislead-
ing statements with respect to any material fact in applications, reports, or other documents 
filed under pursuant to the statute. 
.08 .07 In filings under the Securities Act of 1933, frequently a statement is made in the 
prospectus (sometimes included in a section of the prospectus called the "experts section") 
that certain information is included in the registration statement in reliance upon the report 
of certain named experts. The independent accountant should read the relevant section of 
the prospectus to auditor should make sure that his name is not being used in such a way as to 
indicate that his responsibility is greater than he intends. The "experts section" should be so 
worded that there is no implication that the financial statements have been prepared by the 
independent auditor or that they are not the direct representations of management. Another 
section of the typical prospectus which the independent auditor should review is the intro-
duction to the summary of earnings or statement of income in the forepart of the prospectus. 
.09 Rules of the Securities and Exchange Commission require that when an independent 
accountant's report based on a review of interim financial information is presented or 
incorporated by reference in a registration statement, a prospectus that includes a statement 
about the independent accountant's involvement should clarify that such reports of the 
accountant are not "reports" or "parts" of the registration statement within the meaning of 
Sections 7 and 11 of the Securities Act of 1933. In this respect, wording such as the following 
in a prospectus would ordinarily he considered a satisfactory description for the accoun-
tant's purposes of the status of his review report that was included in a Form 10-Q filing that 
was later incorporated by reference in a registration statement.2 
Independent Public Accountants 
The financial statements for the two years ended December 31, 19X2 and 19X1, incorporated 
by reference in this Prospectus, have been included herein in reliance on the report of 
2A similar description of the status of the accountant's report would also ordinarily be satisfactory for the 
accountant's purposes when the accountant's review report is presented in the registration statement rattier than 
incorporated by reference. In that case, the description in the prospectus would specifically refer to that report 
in the registration statement. 
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, independent public accountants, given on the authority of that firm as experts 
in auditing and accounting. 
With respect to the unaudited interim financial information for the periods ended March 31, 
19X3 and 19X2, incorporated by reference in this Prospectus, the independent public accoun-
tants have applied limited procedures in accordance with professional standards for a review of 
such information. However, as stated in their separate report included in the Company's quar-
terly report on Form 10-Q for the quarter ended March 31, 19X3, and incorporated by refer-
ence herein, they did not audit and they do not express an opinion on that interim financial 
information. Accordingly, the degree of reliance on their report on such information should be 
restricted in light of the limited nature of the review procedures applied. The accountants are 
not subject to the liability provisions of Section 11 of the Securities Act of 1933 for their report 
on the unaudited interim financial information because that report is not a "report" or a "part" 
of the registration statement prepared or certified by the accountant within the meaning of 
Sections 7 and 11 of the Act. 
Another section of the typical prospectus which the independent accountant should read to 
make sure that his name is not being used in such a way as to indicate that his responsibility 
is greater than he intends is the introduction to the summary of earnings or statement of 
income in the forepart of the prospectus. 
Subsequent Events Procedures in 1933 Act Filings 
.10 .08 To sustain the burden of proof that he has made a "reasonable investigation" (see 
paragraph .03), as required under the Securities Act of 1933, the auditor should extend his 
procedures with respect to subsequent events from the date of his audit report up to the 
effective date or as close thereto as is reasonable and practicable in the circumstances. In this 
connection, he should arrange to be kept advised by his client of the progress of the registra-
tion proceedings so that his review of subsequent events can be completed by the effective 
date. The likelihood of the auditor discovering subsequent events must necessarily decrease 
following the completion of field work and, as a practical matter, subsequent to that time the 
independent auditor may rely, for the most part, on inquiries of responsible officials and 
employees. In addition to performing the procedures outlined in section 560.12 at or near 
the effective date, the auditor generally should: 
a. Read the entire prospectus and other pertinent portions of the registration statement. 
b. Inquire of and obtain written representations confirmation from officers and other execu-
tives having responsibility for financial and accounting matters (limited where appropri-
ate to major locations) as to whether there have occurred any events other than those 
reflected or disclosed in the registration statement which, in the officer's or other execu-
tive's opinion, have a material effect on the audited financial statements included therein 
or which should be disclosed in order to keep those statements from being misleading. 
.11.10 A registration statement filed with the Securities and Exchange Commission may 
contain the reports of two or more independent auditors on their examinations of the finan-
cial statements for different periods. An auditor who has examined the financial statements 
for prior periods but has not examined the financial statements for the most recent audited 
period included in the registration statement has a responsibility relating to events sub-
sequent to the date of, but bearing materially on, the prior-period financial statements on 
which he is reporting which continues to the effective date, and he generally should: 
a. Read pertinent portions of the prospectus and of the registration statement. 
b. Obtain a letter of representations from the successor independent auditor as to whether 
his examination (including his procedures with respect to subsequent events) revealed 
any matters which, in his opinion, might have a material effect on the financial 
statements reported on by the predecessor auditor or would require disclosure in the 
notes thereto. 
The auditor should satisfy himself regarding the appropriateness of any adjustment or 
disclosure affecting the prior-period financial statements covered by his report. In such 
circumstances, the auditor should make inquiries and perform other procedures that he 
considers necessary (for example, reviewing the working papers of the successor auditor as 
they relate to matters affecting the prior-period financial statements). (See SAS No. 15, 
paragraph 10.) 
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Response to Subsequent Events and Subsequently 
Discovered Facts 
.12 If subsequent to the date of his report on audited financial statements, the auditor 
(including a predecessor auditor) (a) discovers, in performing the procedures described in 
paragraphs .10 and .11 above, subsequent events that require adjustment or disclosure in 
the financial statements or (b) becomes aware that facts may have existed at the date of his 
report that might have affected his report had he then been aware of such facts, he should 
follow the guidance in SAS No. 1, sections 560 and 561. If the financial statements are 
appropriately adjusted or the required additional disclosure is made, the auditor should 
follow the guidance in section 530.05, .07, and .08 with respect to dating his report. If the 
client refuses to make appropriate adjustment or disclosure in the financial statements for a 
subsequent event or subsequently discovered facts, the auditor should follow the procedures 
in section 561.08-.09. In such circumstances, the auditor should also consider, probably 
with the advice of his legal counsel, withholding his consent to the use of hit report on the 
audited financial statements in the registration statement, 
.13 If the accountant concludes on the baste of facts known to him that unaudited 
financial statements or unaudited interim financial information presented or incorporated 
by reference in a registration statement are not in conformity with generally accepted 
accounting principles, he should insist on appropriate revision. Failing that, 
a. If the accountant has reported on a review of such interim financial information and the 
subsequently discovered facts are such that they would have affected his report had they 
been known to him at the date of his report, he should refer to SAS No. 1, section 561, 
because certain provisions of that section may be relevant to his consideration of those 
matters, (See SAS No. 24, paragraph 29.) 
b. If the accountant has not reported on a review of the unaudited financial statements or 
interim financial information, he should modify his report on the audited financial 
statements to describe the departure from generally accepted accounting principles con-
tained in the unaudited financial statements or interim financial information. 
In either case, the accountant should also consider, probably with the advice of his legal 
counsel, withholding his consent to the use of his report on the audited financial statements 
in the registration statement. 
3 Audit Base for Letters for 
Underwriters 
(Amendment of SAS No, 1, section 630.16e and g and 630.37 [See also 
Amendment 4 for additional changes in section 630.16 and amendment 9 
for additional changes in section 630.37]) 
SAS No. 24 describes the level of knowledge of a client's accounting and financial reporting 
practices and its system of internal accounting control that an accountant should acquire as 
a basis for his procedures in performing a review of interim financial information. Such an 
understanding can be expected to have been acquired by an accountant who has audited 
the client's financial statements for one or more annual periods. This amendment provides 
similar guidance on the level of knowledge an accountant should acquire before undertak-
ing to provide negative assurance in a letter to underwriters on unaudited financial infor-
mation. 
Unaudited Financial Statements and Subsequent 
Changes 
In General 
.16 Comments included in the letter will often concern (i) unaudited financial statements 
and schedules included in the registration statement, (ii) changes in capital stock and long-
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term debt, (iii) decreases in other specified financial-statement items (see paragraphs ,21-
.26), and (iv) pro forma financial statements. In commenting on these matters, the following 
guides are important; 
* * * * 
e. The accountants should not give negative assurance with respect to unaudited financial 
statements, interim financial information, and schedules or changes or decreases unless 
they have obtained knowledge of the client's accounting and financial reporting practices 
and its system of internal accounting control relating to the preparation of financial 
statements. An understanding of the client's practices in preparing its most recent annual 
financial statements provides a practical basis for the accountants' inquiries or proce-
dures. Ordinarily, accountants obtain such an understanding in auditing the client's 
financial statements for one or more annual periods. However, if for whatever reason the 
accountants have not conducted such an audit, the need for an understanding of the 
client's accounting and financial reporting practices and its system of internal accounting 
control is not diminished, and the accountants should consider whether, under the 
particular circumstances, they can acquire sufficient knowledge of these matters to 
perform the inquiries and procedures requested by the underwriter. made an examina-
tion of the client's financial statements for a period including or immediately prior to that 
to which the negative assurance relates or have completed an examination for a later 
period. 
* * * * 
g. The accountants should not give negative assurance on pro forma adjustments applied to 
historical financial statements unless (1) they have made an examination of the entity's 
historical financial statements of the client (or, in the case of business combinations, of a 
significant constituent part of the combined financial statements) (a)(1) for the period 
presented, or (b) (2) in the case of interim periods for the latest fiscal period which 
includes or precedes the interim period, or (2) they have otherwise obtained knowledge 
of the client's accounting and financial reporting practices and its system of internal 
accounting control as provided for in (e) above. 
* * * * 
.37 The accountants should refrain from commenting on matters to which their compe-
tence as independent public accountants has little relevance. Accordingly, except as indi-
cated in the next sentence, they should comment only with respect to information (a) which 
is expressed in dollars (or percentages derived from such dollar amounts) and has been 
obtained from accounting records which are subject to the internal controls of the company's 
accounting system or (b) which has been derived directly from such accounting records by 
analysis or computation. The accountants may also comment on quantitative information 
which has been obtained from an accounting record if the information is of a type that is 
subject to the same controls as the dollar amounts. Accountants should not comment on 
matters involving primarily the exercise of business judgment of management. For example, 
changes between periods in gross profit ratios or net income may be caused by factors that 
are not necessarily within the expertise of accountants. Similarly, even though the accoun-
tants might appropriately comment on amounts shown as profit contributions for each line of 
business as defined by management (see paragraph .40), it would seldom be appropriate for 
them to comment on the reasonableness of management's determination of the client's lines 
of business. The accountants should not comment on matters merely because they happen to 
be present and are capable of reading, counting, measuring, or performing other functions 
which might be applicable, Examples of matters that, unless subjected to the internal con-
trols of the formal accounting system (which is not ordinarily the case), should not be 
commented on by the accountants include square footage of facilities, number of employees 
(except as related to a given payroll period), and backlog information. The accountants should 
not comment on tables, statistics, and other financial information relating to an unaudited 
period unless they have made an examination of the entity's client's financial statements for a 
period including or immediately prior to the unaudited period or have completed an exam-
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SAS No. 24 Procedures in Letters for 
Underwriters 
(Amendment of SAS No. 1, section 630,02, .05, and .16) 
This amendment provides guidance on describing the accountant's procedures in a comfort 
letter when the underwriter has specified that the accountant perform procedures listed in 
SAS No. 24, paragraph 6. 
.02 Much of the uncertainty and consequent risk of misunderstanding with regard to the 
nature and scope of comfort letters has arisen from a lack of recognition of the necessarily 
limited nature of the comments which accountants can properly make with respect to finan-
cial information, in a registration statement, that has not been examined in conformity with 
generally accepted auditing standards and accordingly is not covered by their opinion. 
Underwriters, in requesting comfort letters, are generally seeking assistance on matters of 
importance to them. They wish to perform a "reasonable investigation" of financial and 
accounting data not "expertized" (covered by a report of independent accountants, who 
consent to be named as experts, based on an examination made in accordance with generally 
accepted auditing standards) as a defense against possible claims under the Act. Accountants 
have a corresponding wish, arising in response to the same statutory phrase, "reasonable 
investigation," with respect to audited financial statements included in a prospectus in 
reliance on their audit report and their consent.1 The accountants' reasonable investigation 
must be premised upon an audit; it cannot be accomplished short of an audit. What consti-
tutes a reasonable investigation of unaudited financial information sufficient to satisfy an 
underwriter's purposes has never been authoritatively established. Consequently, only the 
underwriter can determine what is sufficient for his purposes. Accountants will normally be 
willing to assist the underwriter, but the assistance accountants can provide by way of 
comfort letters is subject to limitations. One limitation is that an independent accountant can 
properly comment in his professional capacity only On matters to which his professional 
expertise is substantially relevant. Another limitation is that procedures short of an audit, 
such as those contemplated in a comfort letter, provide the accountant with a basis for 
expressing, at the most, negative assurance.2 Such limited procedures may bring to the 
accountant's attention significant matters affecting the financial information, but they do not 
provide assurance that the accountant will become aware of all significant matters that 
would be disclosed in an audit. Accordingly, there is necessarily a risk that matters against 
which negative assurance is sought may prove to have existed, even though negative assur-
ance has been given, In contrast, what constitutes a reasonable investigation of unaudited 
financial and accounting data sufficient to satisfy an underwriter's purposes has never been 
authoritatively established. It seems clear, however, that the purposes of the investigations 
arc quite different. Accountants normally will be entirely willing to furnish to the underwrit-
ers such assistance as is within their professional capabilities; however, the extent of the 
assistance which accountants can provide by way of comfort letters is subject to limitations. 
One-such limitation is that an independent certified public accountant can properly comment 
in his professional capacity only upon matters to which his professional expertise is substan-
tially relevant. Another limitation is that procedures short of an audit (which are all that a 
comfort letter contemplates) by their nature are ordinarily not such as to furnish accountants 
grounds for expressing an opinion, but, at the most, negative assurance,2 Finally, it is not 
practicable to establish standards comparable to generally accepted auditing standards by 
1See section 710 for a discussion of certain responsibilities of accountants resulting From inclusion of their reports 
in registration statements. 
2Negative assurance consists of a statement by accountants to the effect that nothing came to their attention as a 
result of specified procedures that caused them to believe that specified matters do not meet a specified standard 
(e.g., that unaudited financial statements were not prepared in conformity with generally accepted accounting 
principles consistently applied). 
ination For a later period, or unless they have otherwise obtained knowledge of the client 's 
accounting and financial reporting practices and. its system of internal accounting control as 
provided for in paragraph .16e above, 
4 
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which the sufficiency of procedures to support negative assurance can be measured; there-
fore, such assurances in specific situations cannot reasonably imply any definite or uniform 
degree of certainty regarding the matters to which they relate, Accordingly, there is neces-
sarily a risk that matters against which negative assurance is sought may prove to be present 
even though negative assurance has been given. 
* * * * 
.05 The accountants should suggest to the underwriter that they meet together with the 
client to discuss the procedures to be followed in connection with a comfort letter; in this 
connection, the accountants may describe procedures frequently followed (see examples 
included at the end of this section, paragraphs .45-.53). Because of the accountants' knowl-
edge of the client, such a meeting may substantially benefit the underwriter in reaching his 
decision as to the procedures to be followed by the accountants. However, because of the 
lack of clear cut standards as discussed in paragraph .02, it is still advisable to accompany any 
discussion of procedures with a clear statement that the accountants cannot furnish any 
assurance as to the sufficiency of the procedures for the underwriter's purposes and it is 
advisable for the comfort letter to contain a statement to this effect. An appropriate way of 
expressing this is shown in numbered paragraph 4 of Example A. 
* * * * 
Unaudited Financial Statements, Interim Financial 
Information, and Subsequent Changes 
In General 
.16 Comments included in the letter will often concern (i) unaudited financial 
statements, interim financial information, and schedules included in the registration state-
ment, (ii) changes in capital stock and long-term debt, (iii) decreases in other specified 
financial-statement items (see paragraphs .21-.26), and (iv) pro forma financial statements. In 
commenting on these matters, the following guides are important; 
a. Any statements by the accountants with respect to unaudited financial statements, 
interim financial information, and schedules and subsequent changes or decreases 
should be limited to negative assurance, An appropriate manner of expressing the com-
ments is shown in numbered paragraph 5 of Example A. 
b. As explained in paragraph .07 above, the agreed-upon procedures performed by the 
accountants should be set forth in the letter. Such procedures are generally described 
along the lines of numbered paragraph 4 of Example A. 
c. To avoid any misunderstanding about the responsibility for the sufficiency of the 
agreed-upon procedures for the underwriter's purposes, the accountants should not 
make any statements or imply that they have applied procedures that they have deter-
mined to be necessary or sufficient for the underwriters purposes. In this respect, the 
underwriter may request the accountants to perform procedures similar to those in SAS 
No. 24, paragraph 6. However, for the accountants to include such procedures in their 
letter, the underwriter would have to provide sufficiently specific criteria so that there is 
no implication that the responsibility for the sufficiency of the agreed-upon procedures 
has been assumed by the accountants. For example, if the underwriter requests the 
accountants to apply analytical review procedures and specifies items of financial infor-
mation to be reviewed and the materiality level for changes in those items that would 
necessitate further inquiry by the accountants, the accountants may refer to those proce-
dures in their letter. Descriptions of procedures in the comfort letter should include 
descriptions of the criteria specified by the underwriter. 
d.e. Terms of uncertain meaning such as "review," "general review," "limited review," 
"check," or "test" should not be used in describing the work, unless the procedures 
comprehended by the term are described in the comfort letter. 
e.d. The letter should specifically identify any unaudited financial statements, interim finan-
cial information, and schedules to which it refers. The letter should state that the 
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accountants have not examined such financial statements, interim financial information, 
and schedules in accordance with generally accepted auditing standards and do not 
express an opinion concerning them. An appropriate manner of making this clear is 
shown in numbered paragraph 3 of Example A. (See also paragraph .18.) 
Interim and Supplementary Financial 
Information Covered by Auditor's 
Report 
(Amendment to insert a now paragraph to follow SAS No. 1, taction 630.15 
and to add a footnote to section 630.30) 
5 
This amendment provides guidance on the accountant's response to a request to comment 
in a comfort letter on unaudited interim financial information required by SEC regulations 
or unaudited supplementary information required by the FASB, which is included in or 
accompanies the audited financial statements. The auditor's responsibility regarding such 
information is described in SAS No. 24 and SAS No. 27. 
(to follow section 630.15) 
An underwriter may also request the accountants to comment in their comfort letter on (a) 
unaudited financial information for interim periods within an audited period required by the 
Securities and. Exchange Commission or (b) supplementary information required by the 
Financial Accounting Standards Board (FASB), which accompanies or is included in the 
notes to audited financial statements presented in the registration statement. The accoun-
tants' responsibility concerning such interim financial information is described in SAS No. 
24, paragraphs 24-28, and their responsibility concerning supplementary information re-
quired by the FASB is described in SAS No. 27. Those statements provide that the accoun-
tants should expand their standard report on the audited financial statements to refer to such 
information when the scope of their procedures with regard to the information was restricted 
or when the information appears not to be presented in conformity with generally accepted 
accounting principles or, for required supplementary information, applicable FASB guide-
lines, Since such expansions of the accountants' standard report in the registration statement 
would ordinarily he referred to in the opening paragraph of the comfort letter (see para-
graphs .28-.31), additional comments on such unaudited information are unnecessary and 
should not be made. 
* * * 
.30 If the opinion is qualified, the qualification should be referred to in the opening 
paragraph of the comfort letter by saying, for example, ". . , our reports (which contain a 
qualification as set forth therein) with respect thereto are also included in such Registration 
Statement"1 
1The accountants may also refer in the opening paragraph to expansions of their report that do not affect their 
opinion, for example, expansions of their report regarding interim financial information accompanying or 
included in the notes to audited financial statements (see SAS No. 24, paragraphs 27-28) or supplementary 
information required by the FASB (see SAS No. 27, paragraphs 8-10). See paragraph 75, above. 
Comfort Letter Reference to Report on 
Review of Interim Financial 
Information 
(Amendment of SAS No. 1, section 630.45 and a now paragraph to follow 
section 630.15) 
6 
This amendment provides guidance when referring in a comfort letter to a previously 
issued report based on a review of interim financial information. An example of the word-
ing of such a reference is also provided. 
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(To follow section 630.15) 
The accountants may refer in the introductory paragraphs of the comfort letter to the fact 
that a review had been performed of interim financial information. Such a reference should 
be to the accountants' report that was previously issued on the interim financial information, 
and that report may be attached to the comfort letter. The accountants should not, however, 
repeal their report in the comfort letter or otherwise imply that they are reporting on the 
interim financial information as of the date of the comfort letter, for to do so might extend the 
accountants' responsibility for their report to the date of the comfort letter or imply that the 
accountants assume responsibility for the sufficiency of the procedures for the underwriter's 
purposes. 
* * * * 
Example A: Typical Letter 
.45 The matters covered in a typical comfort letter are described below: 
* * * * 
Example A assumes the following circumstances. The prospectus (Part: I of the registration 
statement) includes consolidated balance sheets at December 31, 1970 (audited), and March 
31 , 1971 (unaudited); consolidated statements of income, retained earnings, and changes in 
financial position for the three years ended December 31, 1970 (audited), and the three 
months ended March 31 , 1971 (unaudited); and a consolidated summary of earnings for the 
five years ended December 31, 1970 (audited), and the three-month periods ended March 
31, 1970 and 1971 (both unaudited); the unaudited interim financial statements as of March 
31, 1971, and for the three-month period then ended were reviewed by the independent 
accountants, and their report based on that review was dated May 15, 1971. Part II of the 
registration statement includes consolidated financial schedules for the three years ended 
December 31, 1970 (audited), and the three months ended March 31, 1971 (unaudited). The 
effective date is June 23, 1971. The cutoff date is June 25, 1971, and the letter is dated June 
30, 1971. 
* * * * 
June 30, 1971 
[Addressee] 
Dear Sirs: 
We have examined the consolidated financial statements and schedules of The Blank Company, 
Inc. (the "Company") and subsidiaries as of December 31, 1970, and for the three years then 
ended, and the related summary of earnings for the five years then ended included in the 
Registration Statement (No, 2-00000) on Form 5-1 filed by the Company under the Securities Act 
of 1933 (the "Act"); our reports with respect thereto are also included in such Registration 
Statement. Such Registration Statement, as amended as of June 23, 1971, is herein referred to as 
the "Registration Statement."1 In connection with the registration statement: 
In connection with the registration statement: 
* * * * 
1If the auditor refers to the fact that a review of interim financial information had been performed, an additional 
introductory paragraph such as the following may be added; 
Also, we hade made a review of the unaudited interim financial statements for the three-month period ended March 31, 
1971, as indicated in our report dated May 15, 1971. We make no representations as to the sufficiency for your purposes of 
the procedures followed in that review. 
Negative Assurance on Interim 
Financial Information 
(Amendment of SAS No. 1 , section 630.19) 
7 
This amendment provides guidance similar to that in SAS No. 24 on the form of assurance 
an accountant may provide on summarized interim financial information ("capsule infor-
mation"). 
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Condensed Financial Statements and Capsule 
Information 
.19 Some registration statements present or incorporate by reference condensed finan-
cial statements (for example, the financial information included in Form 10-Q). In others, the 
information shown in the audited financial statements or unaudited interim financial 
statements is supplemented by unaudited summarized interim information for subsequent 
periods (commonly called "capsule information"). This capsule information (either in narra-
tive or tabular form) is often provided for the most recent interim period and for the 
corresponding period of the prior year. The accountants may give negative assurance re-
garding the conformity of such condensed financial statements or selected capsule informa-
tion with generally accepted accounting principles,1 Further, the accountants may refer to 
whether the dollar amounts were determined on a basis substantially consistent with that of 
the corresponding amounts in the audited financial statements (see Example J). If the capsule 
information is more limited than that described in SAS No. 24, paragraphs 21-22, the 
accountants should refer only to whether the dollar amounts were determined on a basis 
substantially consistent with that of the corresponding amounts in the audited financial 
statements. An appropriate manner of expressing comments on capsule information in the 
latter circumstance is shown in Example E. 
1See SAS No. 24, paragraphs 21-22 for guidance on the accountants' consideration of conformity of interim 
financial information with generally accepted accounting principles. 
Capsule Information 
.19 In many registration statements, the information shown in the summary of earnings 
(or statement of income) is supplemented by unaudited information as to subsequent sales 
and earnings (commonly called "capsule information"), This later information (either in 
narrativc or in tabular form) is often shown in a paragraph following the summary, for a 
period within the current year and for the corresponding period of the prior year, and usually 
consists only of selected income-statement items, "Fair presentation," as used by indepen-
dent certified public accountants, ordinarily relates to presentation in conformity with gen-
erally accepted accounting principles of financial statements as a whole, including the notes 
thereto; therefore accountants, in giving negative assurance regarding selected income-
statement items, should not make reference to fair presentation hut should only refer to 
whether the dollar amounts were determined on a basis substantially consistent with that of 
the corresponding amounts in the audited statement of income. An appropriate manner of 
expressing the comments is shown in Example E. 
"Subject to" Opinions 
(Amendment of SAS No. 1, section 630.29) 
This amendment changes the reference to matters that may result in a qualified opinion For 
uncertainties in order to conform to the language of SAS No. 2, paragraph 22. It also 
deletes the reference to the deferral of research and development costs, which is now 
generally prohibited by FASB Statement No. 2, Accounting for Research and Development 
Costs. 
.29 The SEC ordinarily will accept a "subject to" type of qualification in the accountants* 
opinion when there is uncertainty as to (a) the outcome of controversial matters such as 
litigation, renegotiation of contracts, or disputes concerning income taxes, (b) recovery of 
research and development costs or other deferred charges; or other matters whose outcomes 
(c) other matters which are not susceptible of reasonable estimation, accounting determina-
tion, but which might have a material effect on the financial statements. financial position or 
results of operations. 
8 
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Management Remuneration and 
Line-of-Business Reporting 
(Amendment of SAS No. 1, sections 630.37, .40, .41 , and .53 [See also 
amendment 3 for additional changes in section 630.37.]) 
9 
This amendment provides guidance on the accountants' comments in a comfort letter on 
information concerning management remuneration. The changes were made in light of 
SEC regulations defining the information on management remuneration that is required to 
be disclosed. 
The amendment also deletes references to financial information classified by lines of 
business and provides an example of comments on segment data. In December 1976, the 
FASB issued Statement No. 14, Financial Reporting for Segments of a Business Enterprise, 
and in Accounting Series Release No. 236 (December 23, 1977) the SEC amended its 
line-of-business disclosure requirements to conform to the FASB's requirements. Guidance 
on the auditor's responsibilities for such information is provided in SAS No. 21, Segment 
Information. 
.37 The accountants should refrain from commenting on matters to which their compe-
tence as independent public accountants has little relevance. Accordingly, except as indi-
cated in the next sentence, they should comment only with respect to information (a) which 
is expressed in dollars (or percentages derived from such dollar amounts) and has been 
obtained from accounting records which are subject to the internal controls of the company's 
accounting system or (b) which has been derived directly from such accounting records by 
analysis or computation. The accountants may also comment on quantitative information 
which has been obtained from an accounting record if the information is of a type that is 
subject to the same controls as the dollar amounts. Accountants should not comment on 
matters involving primarily the exercise of business judgment of management. For example, 
changes between periods in gross profit ratios or net income may be caused by Factors that 
are not necessarily within the expertise of accountants. Similarly, even though the accoun-
tants might appropriately comment on amounts shown as profit contributions for each lino of 
business as defined by management (see paragraph ,40), it would seldom be appropriate for 
them to comment on the reasonableness of management's determination of the client's lines 
of business. The accountants should not comment on matters merely because they happen to 
be present and are capable of reading, counting, measuring, or performing other functions 
which might be applicable. Examples of matters that, unless subjected to the internal con-
trols of the formal accounting system (which is not ordinarily the case), should not be 
commented on by the accountants include square footage of facilities, number of employees 
(except as related to a given payroll period), and backlog information. The accountants should 
not comment on tables, statistics, and other financial information relating to an unaudited 
period unless they have made an examination of the client's financial statements for a period 
including or immediately prior to the unaudited period or have completed an examination for 
a later period. 
* * * * 
.40 Comments in the comfort letter concerning tables, statistics, and other financial 
information appearing in the registration statement should be made in the form of a descrip-
tion of the procedures followed, the findings (ordinarily expressed in terms of agreement 
between items compared), and in some cases, as described below, statements with respect to 
the acceptability of methods of allocation used in deriving the figures commented upon. 
Whether comments upon the allocation of income or expense items between such categories 
as military and commercial sales, or lines of business, may appropriately be made will 
depend upon the extent to which such allocation is made in, or can be derived directly by 
analysis or computation from, the client's accounting records. In any event such comments, if 
made, should make clear that such allocations are to a substantial extent arbitrary, that the 
method of allocation used is not the only acceptable one, and that other acceptable methods 
of allocation might produce significantly different results. Furthermore, no comments should 
be made regarding segment information (or the appropriateness of allocations made to 
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derive segment information) included in financial statements, since the auditors report 
encompasses that information (see SAS No. 21). Similarly, no comments should be made 
regarding supplementary information required by the FASB (see SAS No, 27). Appropriate 
ways of expressing such comments on tables, statistics, and other financial information are 
shown in Example I. 
.41 In comments concerning tables, statistics, and other financial information the expres-
sion, "presents fairly" (or a variation of it), should not be used. That expression, when used 
by independent certified public accountants, ordinarily relates to presentation of financial 
statements and should not be used in commenting on other types of information. Except with 
respect to requirements for financial statements, the question of what constitutes appropriate 
information for compliance with the requirements of a particular item of the registration 
statement form (for example, whether particular employee benefits constitute management 
remuneration as defined by SEC regulations) is a matter of legal interpretation outside the 
competence of the accountants. Consequently, the letter should state that the accountants 
make no representations as to any matter of legal interpretation. Since the accountants will 
not be in a position to make any representations as to the completeness or adequacy of 
disclosure or as to the adequacy of the procedures followed, the letter should so state. It 
should point out as well that such procedures would not necessarily disclose material mis-
statements or omissions in the information to which the comments relate. An appropriate 
manner of expressing the comments is shown in Example I. 
* * * * 
Example I: Comments on Tables, Statistics, and Other Financial Information 
.53 Example I is applicable when the accountants are asked to comment on tables, 
statistics, or other compilations of information appearing in a registration statement (para-
graphs .36-.41). Each of the comments is in response to a specific request. The paragraphs in 
Example I are intended to follow numbered paragraph 6 in Example A. 
7. For purposes of this letter, we have also read the following, set Forth in the Registration 
Statement on the indicated pages.1 
Item Page Description 
a. 4 "Capitalization." The amounts under the captions "Amount Outstanding as of 
June 15, 1971" and "As Adjusted." The related notes, except the following in 
Note 2: "See 'Transactions with Interested Persons.' From the proceeds of this 
offering the Company intends to prepay $900,000 $90,000 on these notes, pro 
rata. See 'Use of Proceeds,' " 
b. 13 "History and Business—Sales and Marketing." The table following the first para-
graph. 
c. 22 "Remuneration of Management—19XX Remuneration." The dollar amounts 
shown at the top of the page under the headings "Cash and Cash-Equivalent 
Forms of Remuneration—Salaries, Commissions and Bonuses and Securities, 
Insurance Benefits, Personal Benefits" and "Aggregate of Contingent Forms of 
Remuneration." 
"Remuneration." The table at the bottom of the page, except as to estimated 
annual benefits upon retirement. 
d. 33 "Segment Data." The amounts shown in the table for the five years ended De-
cember 31, 1970. 
"Revenue Sources." The amounts in the first paragraph and the table following 
that paragraph. 
8. Our examination of the financial statements for the periods referred to in the introductory 
paragraph of this letter comprised audit tests and procedures deemed necessary for the purpose 
of expressing an opinion on such financial statements taken as a whole, For neither the periods 
1In some cases it may be considered desirable to combine in one paragraph the substance of paragraphs 7 and 9. 
This may be done by expanding the identification of items in paragraph 9 to provide the identification informa-
tion contained in paragraph 7. In such cases, the introductory sentences in paragraphs 7 and 9 and the text of 
paragraph 8 might be combined as follows: 
For purposes of this letter, we have also read the following information and have performed the additional procedures 
Stated below with respect to such information. Our examination of the financial statements. . . . 
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referred to therein nor any other period did we perform audit tests for the purpose of expressing 
an opinion on individual balances of accounts or summaries of selected transactions such as those 
enumerated above and, accordingly, we express no opinion thereon. 
9. However, for purposes of this letter we have performed the following additional proce-
dures, which were applied as indicated with respect to the items enumerated above: 
Item 
in 7 above Procedures and Findings 
* * * * 
c. We compared the dollar amounts of cash remuneration for salaries, commissions, and 
bonuses for each listed individual with the corresponding amounts shown by the individual 
employee earnings records for the year 19XX and found them to be in agreement. We 
compared the dollar amount of aggregate directors' and executive officers' cash remunera-
Hon for salaries, commissions, and bonuses with the corresponding amount shown in an 
analysis prepared by the Company from its accounting records and found the amounts to be 
in agreement. 
We compared the dollar amounts of cash-equivalent forms of remuneration-securities, 
insurance benefits, personal benefits, and aggregate contingent forms of remuneration for 
each listed individual and the aggregate amounts for directors and executive officers with 
corresponding amounts shown in an analysis prepared by the Company from its accounting 
records and found such amounts to be in agreement, However, we make no comment as to 
the completeness or appropriateness of the Company's determination of what constitutes 
management remuneration for purposes of the SEC disclosure requirements on management 
remuneration. 
We compared the amounts of direct remuneration listed in the Registration Statement with 
the corresponding amounts shown by the individual employee earnings records for the year 
1970 and found them to be in agreement. 
d. We compared the amounts in the table for the years 1968, 1969, and 1970 to Note 7 of the 
notes to the financial statements on page 32 and found such amounts to be in agreement. We 
compared the amounts in the table for the years 1966 and 1967 with the corresponding 
amounts in Note 6 to the financial statements on page 30 of the Company's annual report to 
stockholders for 1967 and found such amounts to be in agreement. 
We compared the amounts of sales and contributions to profit for each lino of business for -
the years 1968, 1969, and 1970 and the three months ended March 31, 1971, appearing in 
the Registration Statement with the corresponding amounts shown by an analysis prepared 
by the Company and found such amounts to be in agreement (however, we make no 
comments as to the appropriateness of the determination by the Company as to what 
constitutes its lines of business). We compared the amounts of total sales and total contrib-
utions to profit of the several lines of business for each of the periods mentioned in the 
preceding sentence with the corresponding amounts shown in the financial statements for 
such periods appearing in the Registration Statement and found such amounts to be in 
agreement. We computed the approximate percentages of the total amounts of sales and net 
income for each line of business for each of the periods mentioned in the preceding sen-
tence. We compared the computed percentages with the corresponding percentages appear 
ing in the Registration Statement and found them to be in agreement. We compared the 
sales and cost of sales shown in the analysis referred to above for each lino of business with 
the balances in the appropriate accounts in the Company's general ledger for the respective 
fiscal years and for the unaudited interim periods and found them to be in agreement. 
Officials responsible for financial and accounting matters described to us the methods used 
in the analysis referred to above in allocating certain costs and expenses, including income 
tax expense, among the several lines of business, but we did not tost the application of the 
procedures. Although nothing came to our attention as a result of the foregoing that caused 
us to believe that the method of allocation employed is not acceptable, it should be under-
stood that the allocations are to a substantial extent necessarily arbitrary and that other 
acceptable methods of allocation might produce significantly different results. 
10. It should be understood that we make no representations as to questions of legal interpre-
tation or as to the sufficiency for your purposes of the procedures enumerated in the preceding 
paragraph; also, such procedures would not necessarily reveal any material misstatement of the 
amounts or percentages listed above. Further, we have addressed ourselves solely to the forego-
ing data as set forth in the Registration Statement and make no representations as to the 
adequacy of disclosure or as to whether any material facts have been omitted. 
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11. This letter is solely for the information of, and assistance to, the underwriters in conduct-
ing and documenting their investigation of the affairs of the Company in connection with the 
offering of the securities covered by the Registration Statement, and is not to be used, circu-
lated, quoted, or otherwise referred to within or without the underwriting group for any other 
purpose, including but not limited to the registration, purchase, or sale of securities, nor is it to 
be filed with or referred to in whole or in part in the Registration Statement or any other 
document, except that reference may be made to it in the underwriting agreement or in any list 
of closing documents pertaining to the offering of the securities covered by the Registration 
Statement. 
Illustration of Comfort Letter in 
Connection With Short-Form 
Registration Statements 
(Amendment to follow SAS No. 1, section 630.53) 
This amendment provides an illustration of a comfort letter issued in connection with the 
filing of a short-form registration statement (such as Form S-16). The short-form registra-
tion statement incorporates by reference financial statements and interim financial infor-
mation previously filed with the Securities and Exchange Commission. 
Example J: Letter When a Short-Form S-16 Registration Statement Is Filed 
Incorporating Previously Filed Forms 10-K and 10-Q by Reference 
.54 Example J is applicable when a registrant uses Form S-16, the short-form registra-
tion statement, which, by reference, incorporates previously filed Forms 10-K and 10-Q. It 
assumes that the Form S-16 registration statement and prospectus include the Form 10-K for 
the year ended December 31, 19X1, and Form 10-Q for the quarter ended March 31, 19X2, 
which have been incorporated by reference. In addition to the information presented below, 
the letter would also contain paragraphs 6 and 7 of the typical letter in Example A. 
June 30, 19X2 
[Address] 
Dear Sirs: 
We have examined the consolidated balance sheet of the Blank Company (the "Company") and 
subsidiaries as of December 31, 19X0 and 19X1, and the related consolidated statements of 
income, retained earnings, and changes in financial position for the years then ended, and 
schedules II, V, VI, and XII, all included in the Company's annual report on Form 10-K for the 
year ended December 31, 19X1, and incorporated by reference in the Registration Statement 
(No. 2-00000) on Form S-16 filed by the Company under the Securities Act of 1933 (the Act); our 
report with respect thereto is also incorporated by reference in the registration statement and 
prospectus. Such registration statement, as amended on May 31, 19X2, and the Company's 
prospectus dated May 31, 19X2, are herein referred to as the "registration statement" and the 
"prospectus," respectively. 
In connection with the registration statement and prospectus— 
1. We are independent public accountants with respect to the Company within the meaning of 
the Act and the applicable published rules and regulations thereunder, and the answer to Item 
10 of the registration statement is correct insofar as it relates to us. 
2. In our opinion, the financial statements and schedules examined by us and incorporated by 
reference in the registration statement and prospectus comply in form in all material respects 
with the applicable accounting requirements of the Act and the Securities Exchange Act of 1934 
and the published rules and regulations thereunder. 
3. We have not examined any financial statements of the Company as of any date or for any 
period subsequent to December 31, 19X1. Although we have made an examination for the year 
ended December 31, 19X1, the purpose (and therefore the scope) of such examination was to 
enable us to express our opinion on the financial statements as of December 31, 19X1, and for 
the year then ended, but not on the financial statements for any interim period within such year. 
10 
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Therefore, use are unable to and do not express any opinion on the unaudited condensed 
consolidated balance sheets as of March 31, 19X2 and 19X1, and the unaudited condensed 
consolidated statements of income, retained earnings, and changes in financial position for the 
three-month periods then ended included in the Company's quarterly report on Form 10-Q for 
the quarter ended March 31, 19X2, incorporated by reference in the registration statement and 
prospectus, or on the financial position, results of operations, or changes in financial position as 
of any date or for any period subsequent to December 31, 19X1. 
4. For purposes of this letter, we have read the 19X2 minutes of the meetings of the stockhold-
ers, board of directors, and [include oilier appropriate committees, if any] of the Company and 
its subsidiaries us set forth in the minutes of June 25, 19X2, officials of the Company having 
advised us that the minutes of all such meetings through that date were set forth therein, and 
have carried out other procedures to June 25, 19X2 (our work did not extend to the period from 
June 26, 19X2, to June 30, 19X2, inclusive), as follows: 
a. With respect to the three-month periods ended March 31, 19X2 and 19X1, we have— 
1. Read the unaudited condensed consolidated financial statements for these periods in-
cluded in the Company's quarterly report on Form 10-Q for the quarter ended March 31, 
19X2, incorporated by reference in the registration statement and prospectus. 
2. Made inquiries of certain officials of the Company who have responsibility for financial 
and accounting matters regarding (i) whether the unaudited condensed financial 
statements referred to under (1) above comply in form in all material respects with the 
applicable accounting requirements of the Securities Exchange Act of 1934 as it applies to 
Form 10-Q and the published rules and regulations thereunder and (ii) whether said 
financial statements are presented in conformity with generally accepted accounting 
principles applied on a basis substantially consistent with that of the audited financial 
statements incorporated by reference in the registration statement and prospectus. 
b. With respect to the period from April 1, 19X2, to May 31, 19X2, we have— 
1, Read the unaudited consolidated financial statements of the Company and subsidiaries 
for April and. May of both 19X1 and 19X2 furnished us by the Company, officials of the 
Company having advised us that no such financial statements as of any date or for any 
period subsequent to May 31, 19X2, were available and 
2. Made inquiries of certain officials of the Company who have responsibility for financial 
and accounting matters regarding whether the unaudited financial statements referred to 
under b(l), above, are stated on a basis substantially consistent with that of the audited 
financial statements incorporated by reference in the registration statement and prospec-
tus. 
The foregoing procedures do not constitute an examination made in accordance with generally 
accepted auditing standards. Also, they would not necessarily reveal matters of significance with 
respect to the comments in the following paragraph. Accordingly, we make no representations 
about the sufficiency of the foregoing procedures for your purposes, 
5. Nothing came to our attention as a result of the foregoing procedures, however, that 
Caused us to believe that— 
a. (i) the unaudited condensed consolidated financial statements described in 4a(l), above, 
incorporated by reference in the registration statement and prospectus, do not comply in 
form in all material respects with the applicable accounting requirements of the Securities 
Exchange Act of 1934 as it applies to Form 10-Q and the published rules and regulations 
thereunder or (ii) said financial statements are not presented in conformity with generally 
accepted accounting principles applied on a basis substantially consistent with that of the 
audited financial statements incorporated by reference in the registration statement and 
prospectus or 
b. (i) at May 31, 19X2, there was any change in the capital stock or long-term debt of the 
Company and subsidiaries consolidated or any decreases in consolidated net current assets 
or net assets as compared with amounts shown in the March 31, 19X2, unaudited condensed 
consolidated balance sheet incorporated by reference in the registration statement and 
prospectus or (ii) for the period from April 1, 19X2, to May 31, 19X2, there were any 
decreases, as compared with the corresponding period in the preceding year, in consoli-
dated net sales or in the total or per-share amounts of income before extraordinary items or 
of net income, except in all instances of changes or decreases that the registration statement 
and prospectus disclose have occurred or may occur. 
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Proposed Amendment of SAS No. 14, Special Reports 
Reports Relating to the Results of 
Applying Agreed-Upon Procedures to 
Specified Elements, Accounts, or Items 
of a Financial Statement 
(Amends SAS No. 1 A, paragraphs 15-17)1 
This amendment permits an accountant's report to be accompanied by an entity's financial 
statements and amends the language of the sample reports. 
Reports Relating to the Results of Applying Agreed-Upon Procedures to 
Specified Elements, Accounts, or Items of a Financial Statement 
15. An accountant should not accept an engagement when the scope of an engagement is 
limited to applying, to one or more specified elements, accounts, or items of a financial 
statement, agreed-upon procedures2 that are not sufficient to enable him the accountant- to 
express an opinion on the specified elements, accounts, or items, unless he should so state in 
his report. Acceptance of such an engagement is appropriate only if (a) the parties involved 
have a clear understanding of the procedures2 to be performed and (b) distribution of the 
report is to be restricted to named parties involved, and (c) financial statements of the entity 
are not to accompany the report. 
16. To satisfy the requirement that the parties involved have a clear understanding of the 
procedures to be performed, ordinarily the accountant should meet with the named parties 
involved to discuss the procedures to be followed. This discussion may include describing to 
the named parties procedures frequently followed in similar types of engagements. Some-
times the accountant may not be able to discuss the procedures directly with all the parties 
that will receive the report. In such circumstance, the accountant may satisfy the require-
ment that the parties involved have a clear understanding by applying any one of the 
following or similar means: 
a. Discussing the procedures to be applied with legal counsel or other appropriate repre-
sentatives of the parties involved, such as a trustee, a receiver, or a creditors' committee. 
b. Reviewing relevant correspondence from the parties. 
c. Comparing the procedures to be applied to written requirements of a supervisory 
agency, such as a bank regulatory agency that receives a report in connection with a 
bank directors' examination. 
d. Distributing a draft of the report or a copy of the client's engagement letter to the parties 
involved with a request for their comments before the report is issued. 
17. .16 The second and third standards of field work and the standards of reporting do 
not apply to an engagement that is limited to applying agreed-upon procedures to one or 
more specified elements, accounts, or items of a financial statement; however, the general 
standards and the first standard of field work are applicable. 
18. The accountant's report on the results of applying agreed-upon procedures should (a) 
indicate the specified elements, accounts, or items to which the agreed-upon procedures 
1This Statement also amends SAS No. 26, Association With Financial Statements, to remove from the last sentence 
of paragraph 20 the words "as specified in SAS No. 14, the financial statements of the entity may not accompany 
this special report." Also, this Statement withdraws the auditing interpretation, "Understanding of Agreed-Upon 
Procedures," February 1980 (AU section 9621.32-.33), by incorporating the guidance of the interpretation in this 
Statement. 
2Mere reading of a specific element, account, or item does not constitute a procedure sufficient to permit an 
accountant to report on the results of applying agreed-upon procedures to One or more specified elements, 
accounts, or items of a financial statement. 
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were applied, (b) indicate the intended distribution of the report, (c) enumerate the proce-
dures performed, (d) state the accountant's findings, (e) disclaim an opinion with respect to 
the specified elements, accounts, or items, and (f) state that the report relates only to the 
elements, accounts, or items specified, and does not extend to should not be associated with 
the entity's financial statements taken as a whole. of the entity. 
19. If the accountant has no adjustments to propose to the specified elements, accounts, 
or items, he the report may include a comment to that effect in his report. For example, the 
following language might be included in the report: "In connection with the procedures 
referred to above, no matters came to our attention that caused us to believe that the 
(specified elements, accounts, or items) should be adjusted." Also, the accountant may wish 
to indicate that had he performed additional procedures with respect to the specified ele-
ments, accounts, or items, or had he made an examination of the financial statements in 
accordance with generally accepted auditing standards, (other) matters might have come to 
his attention that would have been reported. 
20. .17 The following are illustrations of the types of reports that might be issued when 
an engagement is limited to applying agreed-upon procedures to one or more specified 
elements, accounts, or items of a financial statement. 
Report in Connection With a Proposed Acquisition 
Board of Directors 
X Company 
We have applied certain agreed-upon procedures, as discussed below, to accounting records of 
Y Company, Inc., as of December 31, 19XX, solely to assist you in connection with the proposed 
acquisition of Y Company, Inc. It is understood that this report is solely for your information and 
is not to be referred to or distributed to anyone not a member of management of X Company for 
any purpose. Our procedures and findings are as follows: 
a. We reconciled cash on deposit with the following banks to the balances in the respective 
general ledger accounts and obtained confirmation of the related balances from the banks. 
Balance Per 
Bank General Ledger 
ABC National Bank $ 5,000 
DEF State Bank 13,776 
XYZ Trust Company— 
regular account 86,912 
XYZ Trust Company— 
payroll account 5,000 
b. We obtained an aged trial balance of the accounts receivable subsidiary records; traced the 
age and amounts of approximately 10 percent of the accounts to the accounts receivable 
ledger; added the trial balance and compared the total with the balance in the general ledger 
control account. We mailed requests for positive confirmation of balances to 150 customers; 
differences disclosed in confirmation replies were minor in amount and nature, and we 
reconciled them to our satisfaction. The results are summarized as follows: 
Accounts Receivable 
Aging and Confirmation 




Less than one month 60,000 
One to three months 36,000 
Over three months 48,000 
$300,000 $172,000 $102,000 
Because the above procedures were not sufficient to constitute an examination made in 
accordance with generally accepted auditing standards, we do not express an opinion on any of 
the specific accounts referred to above. In connection with the procedures referred to above, no 
matters came to our attention that caused us to believe that the [specified elements accounts or 
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ination of the financial statements in accordance with generally accepted auditing standards, 
matters might have come to our attention that would have been reported to you. This report 
relates only to the accounts and items specified above and does not extend to should not be 
associated with the financial statements of Y Company, Inc., taken as a whole, for the year ended 
December 31, 19XX. 
Report in Connection With Claims of Creditors 
Trustee 
XYZ Company 
At your request, we have performed the procedures enumerated below with respect to the 
claims of creditors of XYZ Company as of May 31, 19XX, set forth in the accompanying 
schedules. Our review was made solely to assist you in evaluating the reasonableness of those 
claims, and our report is not to be used for any other purpose. The procedures we performed are 
summarized as follows: 
a. We compared the total of the trial balance of accounts payable at May 31, 19XX, prepared by 
the Company, to the balance in the Company's related general ledger account. 
b. We compared the claims received from creditors to the trial balance of accounts payable. 
c. We examined documentation submitted by the creditors in support of their claims and 
compared it to documentation in the Company's files, including invoices, receiving records, 
and other evidence of receipt of goods or services. 
Except as is set forth in Schedule B, we found that amounts claimed by creditors and amounts 
shown in the Company's records were the same. Our findings are presented in the accompany-
ing schedules. Schedule A lists claims that are in agreement with the Company's records. 
Schedule B lists claims that are not in agreement with the Company's records and sets forth the 
differences in amounts, 
Because the above procedures were not sufficient to constitute an examination made in 
accordance with generally accepted auditing standards, we do not express an opinion on the 
accounts payable balance as of May 31, 19XX. In connection with the procedures referred to 
above, except as set forth in Schedule B, no matters came to our attention that caused us to 
believe that the accounts payable might require adjustment. Had we performed additional 
procedures or had we made an examination of the financial statements in accordance with 
generally accepted auditing standards, other matters might have come to our attention that 
would have been reported to you. This report relates only to the accounts and items specified 
above and does not extend to should not be associated with the financial statements of XYZ 
Company, taken as a whole, for the year ended May 31, 19XX. 
